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PWFXLED DERECT TESTIMONY AM3 EXMIBXTS OF 
PATRXCK wwa, CBA 

PXm-GXBSON WATER, ZEJC. 
EURC Causes No. 43528 

BEFORE THE XPTTrfMA UTXLfTY PJ3GUL.ATORY ~ O ~ l S $ ~ ~ ~  

Would you please state your name, business address and 

affiliation w i t h  the Petitioner? 

My name is Patrick Callahan. My business address is 

135 Ncr th  UnFofi S t r e e t ,  Westfield, Indiana 46074.  I 

am an independent Certified Public Accountant and o t h e r  

t h a n  be ing  employed to provide ce r ta in  professional 

servicesr I am u n a f f i l i a t e d  w i t h  P e t i t i o n e r .  

P k s a s e  deseribe khe nature oE your business. 

- 
ra t r ick  Ca? l ahan ,  Certified Public Accountant is a firm 

which provides utility accounting services t o  a v a r i e t y  

of clients, including a number of water utilities 

r egu l a t ed  b y  the Indiana  U t i l i t y  R e g u l a t o r y  Commission. 

P l e ~ s o  sumrmrize your educational background and 

~ ~ p ~ x l e n ~ e  in matters relevant to Petitioner's request 

before t h i s  Commission. 

I graduated from F r a n k l i n  Cvl lege  in 1980 w i t h  a major 
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in Accounting and Business Administration. 1 am a 

registered C e r t i f i e d  P u b l i c  Accountant i n  the State of 

Indiana w i t h  membership in the Indiana State CPA 

Socie ty .  In May, 1982, I began my employment w i t h  the 

Accounting Department of t h e  Indiana U t i l i t y  Regulatory 

C~mmissisn (formerly the Public Service Commission of 

Indiana) . Tn t h a t  capacity,  I was respons ib le  for 

e v a l u a t i n g  thf:  inarmcial condi t ion  a long  w i t h  t h e  rate 

request o f  a l l  t ypes  of u t i l i t i e s  under t h e  Indiana 

Utility Rsgulatory Commission jurisdiction, After 

re-viewing , the  rate request, I would then make 

recommendations to the Commission by preparing exhibits 

and providing testimony. I attended and completed the 

National Associati~n of Regulatory Commissioner's 

Annual Regulatory Studies Progrzm at Michigan S t a t e  

- -  vniversity in 1964. In J u l y ,  1985, I entered into 

p r i v a t e  practice working extensively with u t i l i t i e s .  

H a v e  yeu pxeviously kesdiEied Bofsre this Commission as 

t;4 rate relief reqtfrad by various u t i l i t i e s ?  

Yes, I have. 

What is kha purpose of the testimony and exhibit you 

have prefilad in this proceeding? 

The purpase s f  my testimony and exhibit in t h i s  Cause 
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i.s to determine the proper level of rate relief for 

Pike-Gibson Water, Inc. and ultimately the r a t e s  to be 

charged to its water customers. 

we, ,,be r yeu &etamined proper leve l  of rate relief for 

Pike-Gibson H a t e r ,  Sna.? 

Yes, I kavg .  Sased upon the financial rate study, 

n re t i t iof ier  will have to increase its annual operating 

reiieniles by $212,997 or an increase of 1 7 . 7 %  to meet 

its annusL sevenue requirements. This increase applied 

on an "across-the boardi* basis will allow Petitioner to 

recover the necessary revenues to operate. 

Ceu?,c% you please explain your financial rate study? 

Yes. The f inailcia1 r a t e  s t u d y  can be divided into two 

sectioris. The first s e c t i o n  is the h i s t o r i c a l  

f i n a n c i a l  information ~f Betiticner. Pages 1 through 3 

present the h i s t ~ r i c a l  financial information. The 

financial statements have been taken from the books and 

CAP.  &=,ords ~f Pet i . t ioner  and are the representation of 

management. I have net audited them and accordingly do 

not express an opinion on them, The second section of 

the financial rate study is the pro-forma information 

w i t h  The financial pro jec t ions  are  based 

upon h i s E o r i c a l  information and a n t i c i p a t e d  occurrences 



t h a t  are f i x e d ,  knowrl and measurable. These financial 

projections present, to the best of management's 

knowledge and belief, t h e  Utility's expec ted  results of 

 pera at ions for a twelve-month period. Even if these 

projections are agreed upon, there will usually be 

diSferences between projected and ac tua l  r e s u l t s  

because e v e n t s  and circumstances f r e q u e n t l y  do no t  

~cc t t r  as expected and these differences may be 

....-.&--.A. : ~ : ~ ~ t : ~ l a l .  Pages 4 a ~ d  continuing through 33  provide 

friformation 2nd support for the requested increase by 

P e t i t i o n e r .  

Q. P l e 2 s e  exphain h historisal financial information 

A. The comparative balance sheet of Petitioner is shown on 

page 1. WL A ca2.2arative balance sheet is presented as 

of Eezember 31, 2005, 2006 and 2007 ,  The d e t a i l  t o  t h e  

utility plant i n  s e r v i c e  is provided on page 2. The 

sonparative income statement is presented on page 3. 

The comparative income st:i;tement reflects the results 

of operations for the calendaz years 2005, 2006 and 

qnp7 
L ' J J !  . Petitioner had net losses for a l l  three  

csmparative years. The test year in this Cause is the 

twelve months ended December 31, 2007 as agreed upon by 

the p a r t i e s  and included in the prehear ing conference 
4 



oxder from this Commission. 

; 88 9.  Q. Please explain the pro-forma infomation reflected on 

I 8 s  pages 4 through 32. 

9 0 A. On page 4 of the rate study is the summary of the pro- 

9 3. forma revenue requirements of P e t i t i o n e r .  This page 
I ,, P! 

1 L itemizes all of the revenue requirements along w i t h  t h e  

9 3 respective amount to be recovered from Petitioner's 

oustoaers throuqh rates and charges.  As shown on line 

17 of page 4, P e t i t i o n e r  will require $1,442,556 

a n n u a l l y  ts meet its operation & maintenance expenses, 

taxes, historical extensions & replacements, c a p i t a l  

improvement program and debt service,  The 

miscelianeous operating revenues and recurring interest 

income will be used to reduce t h e  annual revenue 

requirements fron $1,442,556 to $1,414,995. As shown on 

line 27 cf page 4, t h e  current rates and charges w i l l  

require an  increase of 1 7 . 7 % .  O n  page 5 ,  T have 

~ r c v i d e d  the pro-forza net operating income statement. 

Column A of this statement is the a c t u a l  n e t  operating 

income statement for the twelve months ended December 
.. - i r ,  2007, t h a  t e s t  yeer in this Cause. I n  column B are 

the many adjustments necessary to adjust the test year 

income statement to reflect twelve months of normal 

operations. Each dollar amount reflected in column B 
5 



is f~llowed by number in parenthesis. T h i s  number or 

footnote to the adjustment is de ta i l ed  on pages 6 to 25 

and will be discussed later. Colum~n C is the summation 

af Column A and the adjustments shown in Column B. 

Coluinn C is normally referred to as the pro-forma 

present-rate n z t  operating i~come statement. Column D 

reflects the adjustments needed to reflect the proposed 

r z t e  increase along with t h e  additional Indiana U t i l i t y  

Regalatory Z a r ~ x ' ; i l i s ~ i ~ i l  ("IURC") fee associated wi th  the 

proposed increase. The detail to these adjustments is 

shown on pages 24  and 25 and w i l l  be discussed l a t e r .  

C a l ~ m n  E i s  t h e  suiiliatfofi of Columns C and D and i s  the 

expected results of operation f o r  a normal twelve-month 

*- - 4 - - 2  .Lt ,e~,u;  W L L I I  t h e  proposed 1 7 . 7 %  r a t e  increase i n  a f f ec t .  

1 A 
LC'. Q I  

~ 8 ~ .  ,,aid p r n  please e-qlabn the adjustments in Columns B 

and D? 

A .  y.=,s Adj:~strnent 1 is needed to normalize opera t ing  

revenues, During t h e  t es t  year,  P e t i t i o n e r  b i l l e d  its 

customers $1,197,233; however, the test year financial 

statements reflected $1,201,849 in billings. This 

adiiic;tment ~1113; a d j u s t  the revenues  to the a c t u a l  J -& 

billings. P r e s e n t e d  In Adjustment No. 2 is the increase 

i n  epe ra t ing  reveilues t o  re f lec t  c~lstomer grswrh. I n  

the beginning o f  the test year, there were 3,229 
6 



residential customers; however, at the end of t h e  t e s t  

year, there were 3,229 customers. During the test year, 

42 customers were added to the system; therefore, 
, * 

requlr-fig an a d j ~ % + - -  .zbinant of $ 4 , 2 2 2 .  Adjustment No. 3 is 

needed to r e f l ec t  the additional customers added since 

the t e s t  year  end. The J u l y ,  2008 killing shows two 

additional residential customers were added since the 

end of the test year. The operating revenues were 

iilcreasecl by $654. Adjustment NG, 4 is required t o  

reclessify revenues from customers that were assessed a 

f s r f e i t e d  d i s c o u n t  charge .  Petitioner billed $7,789 in 

forfei ted discounts; therefore, this amount was 

deducted  from t h e  watex sales and recLassified as 

f o r f e i t e d  discount-. Non-recurring and/or non- 

operating revenues were eliminated from the operating 

~even i~e .5  i n  Adjustment Ne. 5. Tap fees, moneys 

received fronr customers E m  hydrant replacement, line 

extension, connection charges and memberships were 

eliminated from the operating revenues. On page 11, 

Adjustment 6 is needed to increase Petitioner's 

purchased wates expense. Petitioner purchases its 

water supply from two sources, Patoka Lake Regional 

.. . water znd Sewer  nistrict  ("PLRWSD") and the City of 

Petersburg. Iii 2008, PLRWSD increased its wholesale 

rate to """"1  ,-,i~~oner by $0.10 per 1.000 gallons. 
7 



P e t i t i o n e r  purchased 80,292,000 gallons from PLRWSD 

du r ing  t h e  test yea r ;  therefore t h e  purchased water 

costs were increased by $8,029. As discussed i n  

j ustigent Ma. . L  Petitioner normalized its revenues . -- 
f o r  the additioria: $2 residential customers added in - 

the test year. Due t o  this customer growth 

ad jus tmen t s ;  AdSustnent No. 7 i~creases the operation 

and maintenance expenses for additional purchased water 

and power costs. I t  i s  projected the a d d i t i o n a l  

residential ciistomers x i l a  require nearly 788,000 

gallnns annually. The purchased water expense has been 

: n r r+ased  - $1,234 and the power costs increased by $58. 

11. Q. Please continue. 

n - a *  ~h~ n r n - f ~ r  ,,- -,Lrna p a y r o l l  expense of $269,735 is reflected 

In Adjustment 6 .  P e t i t i o n e r  has seven full-time and 

part-time employees; The total pro-forrna payroll 

a d j ~ s t m e n t  is an increase of $8,292 over the t e s t  year 

expense, Adjustment Nos. 9 and 10 are f o r  employee 

benefits. Ad jus tmen t  No. 9 reflects the increase in 

retirement benefits. Currently, the retirement 

benefits are based on the employee's payroll exclusive 

of overtime. The smplnyeesr houxly rate is multiplied 

by the number of regular time hours  (2,080 hours) times 

E ! , O O % .  The re t i rement  benefits w i l l  i n c r e a s e  by 
8 



$2,561. The health and life insurance expense is 

presented in Adjustment No. 10. Based on current 

premiums; the c o s t  f o r  health and l i f e  will increase by 

$13,425. Wdjusinent No. 11 is needed to reclassify 

expend i tu r e s  t h a t  shou ld  he capitalized o r  reclassified 

as extensions & replacements. Some of these expenses 

were paid by cuctorners through t a p  fees: connection 

charges cr line extensicns. f have rernoved $22,858 

f= -- L E O ~ ~  opesation & i i iaintenance expenses. The cost of 

fuel has  increased during the test year. Adjustment 

hl L Y O .  12 allows Petiti~ner to recover the increase i n  

f u e l  costs. During t h e  t e s t  year, P e t i t i o n e r  used 

7 , 0 7 2 . 4  gallons, The increased f u e l  cost  requires  

. ? - . L _ I L 1 _ -  L L  L -  - - - - - -A-  LLJ L C ~ ; V V ~ ;  ar, additi~nal $10,701 annuzi l ly .  

a A +  :,z&--%.+ , -- : :  NQ 13 is t h e  cost  f ~ r  maintaining 

P e t i t i o n e r f  s bcos te r  stations and pumps. The annual 

cost for pump naintenance is $4,560. Presented in 

Adjustment No. 14 is the Consulting Engineer's 

reco~mendation for maintaining and psinting the 

standpipes and elevated storage facilities. The cost to 

provide for  the maintenznce of wate r  storage f a c i l i t i e s  

is $13,333 annually for Petitioner's f i v e  storage 

facilities. TBe rate case expense is shown in 

Adjustnrlent No. 15. The total rate case expense is 

estimated at $19,500 and is amortized over f i v e  yeass 
9 



providing an annual expense of $3,900. Adjustment 16 

is the fee charged by the IURC. This fee is based upon 

the operating revenues of the Utility. The operating 

revenues are multiplied by a percentage of 0.1203% 

A - ~ e s u l t i n g  in a pra-forma expense of $1,467. Adjustment 

17 reflects the reduction in depreciation expense. 

Although Petitioner's revenue requirements do not 

include depreciation expense, Petitioner's income 

statement is adjosted to reflect a composite 

depreciation r a t e  of 1.7%. The pro-forma depreciation 

expense of $111,174 is based on the existing utility 

plant in service. Adjustment No. 18 increases the 

FICA/Medicare taxes due to the increase in p a y r o l l  

expense. The peyroll expens. will increase by $841 

annually. 

12. Q. Please explain the adjustments in column D of page 5 .  

A. In c o l m n  D, I have i n c l u d e d  two adjustments. The 

first, Adjustment No. 19, presents the proposed 17.7% 

ra te  increase to Petitionerr s customers. This increase 

liill prci.i.de an edditional $212,997 annually in 

revenues. Adjustment No. 20  is t h e  adjustment needed 

to reflect the additional IURC fee assessed due to the 

- - - - - - - - - A  2 * * w . m + e a  ; n m n a r ; l + <  nr-f revenues ~ L U = V ~ C L L  A: :c -Aor ls ;  L l r  ~y~~~~~~~~ 



13. Q. Will you please explain the remaining revenue 

requirements af Petitioner reflected on pages 26 

through 33? 

A .  Yes. On page 26,  X have provided Petitioner's 

h i s to r i ca l  ex tens ions  and replacements { "E&Rff ) and pro- 

F 
L O T I I ! ~  beprecistion expense. 1: have included $27,153 

a n n u a l l y  fer extensions and replacements. I have 

analyzed Petitianer's plant a d d i t i o n s  for 2005, 2006 

and 2007.  I have reduced the additions to utility 

p h n t  for non-recurring items and items included in the 

carjital improvements on page 27. I have reduced the 

E&R revenue requirements for payments made by 

c;zst-.nars: WE ., a. such as tap fees, connecticn charges, etc. 

The E & R  amount of $2?,153 will pay f ~ r  meter change- 

-. .-- o u t s i  purLiF ~ep lacemerr ts  azd other utility plant. 

Additional2y, ?ethtizlnsl: is requesting the Commission 

to allow for a capital imprsvement program. The 

distribution aystez is in need of looping to enhance 

t h e  system. Or, page 27, I have included seven areas 

that need leaping, F-lso, P e t i t i o n e r  wants t o  complete 

is SCADA system that has beer! started. Also, I have 

inc luded  twc vehicles that need t o  be rep laced .  The 

t o t a l  c ap i t a l  improvement program will r e q u i r e  $102,156 

s n n . ~ a i i y  * LO coxplet8 these p r o j e c t s  . Petitioner 

currently has "izree sutstanding long-term notes. The 
11 



f i r s t  outstanding debt is a promissory note he ld  by 

Rural Development Administration ("RDA") . This long- 

term note, presented on page 28, has an average annual 

debt sers ize  c?f $56,472. Presented on pages 29 and 30 

2 6 1  are  the amortization schedules f o r  ~ W O  ~ X D ~ ~ S S U ~ Y  no te s  

2 62 heid by F i f t h  Th i rd  Bank.  The average annua l  debt 

service ( p r i n c i p a l  and interest) for the two notes a r e  

$186,115 and $17,896. 

I 

265  L4* Q =  E=s P B ~ L ~ L B R I T  rsqaestad w ~ ~ k i a g  capital as a revenue 
i 
i266 requirement? 

2 67 n ... No. Although based D n  the available cash at t e s t  year- 

end, no x o r k l n g  capL"la? is required. The 45-day method 

"'* * used to determing the annual werking  capital 

requirement fox  petitioner. However, based on the 

balance sheet on page 1, t h e  cash has  decrease every 

yerrr. If this t r e n d  cantfnues, wocking capital may be 

needed. The working c a p i t a l  calculation is shown on 

27 4 page 31. 

2 7 5  15. Q. PEezse explain the if%ekreduPe of Present and Proposed 

1?? 5 R a t e s "  shown on page 32, 
I 

277 .‘-- B z 85 ---- paye 32 is t h e  schedule comparing the present  and 

2 7 8 prop~sed rates, The two approved WWCT's has been added 

(Holle..J-irr) "* 4"- -0"" 

4~ t i ~ c  ~ u ~ ~ e n t  approved base rates.  The 
12 



260 proposed rate request w i l l  increase the present rates 

and charges by 17 .7%.  The impact to the customer is 

shown on page 3 3 ,  Ass~ning a customer consumes 4,000 

gallons nf water per  mnnth,  the customer's b i l l  would 

iricrease S 4 . 0 5 i  from $22.84 to $26.89 p e r  month. The 

.r?inimum charge for s custener w i t h  a 5 / 8 "  meter will 

realize - an increase af s2,LO per month, from $11.86 to 

$13.96, 

16. Q ,  Does this conclude your preciled written testimony? 

A. Yes. 
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Page 1 

PIKE-GIBSON WATER, 6MC. 
Oakland City, Indiana 

comparative Balance Sheet 
For the Years Ended December 31,2005,2006 and 2007 

(Unaudited) 

Year Year 
Ended Ended 

12/31 f07 12/31 I06 
Cot. A Col. 0 

ASSETS 
Utilltv Plant in Service 

ztiity Plant ig Se~ iee  $ S,539,955 $ 8,528,378 
! ,saa: --- .&c-sm~i&& PrO;,;ision fe; D?grgciaiian 3,539,395 3,393,159 

Year 
Ended Line 

No. - 12/31 /05 
Col. C 

Current Assets - 
Cnnh - -- - Checkin:: 
!nvestme~ls 
,4ccognts ieeeive[sie - Cgstj~mers 
cci;i;nts receivable - !nterest 
Aecoilnis reeeis~bie - Other 
Prspaid insurance 
I....,--b.-.-.. 
I l l V G l l l U l y  

Prepaid expenses 

TZTAL ASSETS 

LIAB[Llf lES and EQl l l f  Y 
Capital & Eauitv 

!4sm hers hips $ 345,968 $ 341,266 
Gmiii 
Znzn ----..,- , . 650,030 f300,OOO 

-,?$ clF: ;,is& :eia;fi& ea:nipac 
'17- 773,514 

Lonq-Term Debt 
:+*== - ?. .-b. 8- 

"."V pcyw:G 

Current Liabilities 
A*--. '-4- ~...'#,hl,-. 
RL-b'm! !La ,UBrlYl'k 

Accrued payro!I 
Safes !ax psyble 
P~pfi ! j  taxen - ng.iitlh!n ,- I--.- 

Accrrsd intsrest 
Customer depcsits 
Othsr liabilities 
?.lateg pi;y=bie - Ci;rrent 

See Accauntant's Report 



Page 2 

PIKE-GIBSON WATER, ONC. 
Oakland City, Indiana 

hltllitv Plant In Service 
For the Years Ended December 31,2005,2006 and 2007 

(Unaudited) 

Line 
No. - 

? Utility Plant in Service 
2 
3 Land 
4 Building 
5 !A!,-ifn? BY=L=: .I:;:::C::,-:: . - ! i ~ C = i L i  leiny L Q = + ~ ~  sFI .-.,., 

f5 Fkrfiiture & fixtures 
7 Equipfieni: 
8 
9 Total Utility Plent !n Service 

Year Year Year 
Ended Ended Ended 
12/3 1107 1213 1/06 1213 1/05 

Cof . A Col. B Col. C 

See Accountant's Report 
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PIME-GIBSON WATER, IN@. 
Oakland City, Indiana 

Carn~arative Income Statement 
For the Years Ended December 31,2005,2006 and 2007 

(Unaudited) 

Line 
No. - 

Year 
Ended 

12/31/07 
Col. A 

Year 
Ended 

Year 
Ended 

1 2131 I05 
Col. C 

12131 106 
Cot. B 

QPEWTING REVENUES 
WAer sa!es 
Tap fees 
Other opengng revenues 

OPERATING EXPENSES 
Opersiion and Maintenance 

Purch=sad *&er 
YJster expense 
Bunhaeed pii'fici 
Tn!ephdhe 
C-I-rime D L..c)c.A.-. 
v-r=;i l  r r u  r;x WpyPs 

Retirement plan expenso 
insurance expanse 
T~~~ I a 511 fap~fl.fa#On expens€ 
Prgfesslena! fees 
Directate f ~ e a  
Dlsiributi=n expense 
S%Z!? EYPSRSB 
f v j i s g e ~ ~ a ~ ~ o g ~  p_ypefise 

Taxes - 
Payfol! tax 

Total Taxes 

OTHER REVENUES (EXPENSE 8! 
intswsi, Iccs~~e- 
ifiteresf expmse 
Geic floss) of $sale =f =sseis 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Pro-Forma Revenue Realfirrrrnents 
and Proposed Increase 

Line C - Column 
No. - Pro-Forma Revenue Requirements Amount 

Operation & Maintenance Expenses 

Taxes 

Historical E & R 

Capital improvement Program 

Debt Service - RD 

Debt Senlicg - Fifth f hird Bank $1 

Debt S s ~ i c e  - Fifth Third B a ~ k  #2 

Working Capital 

pro-Fnrma Revenua Raqnlrements 
Less: Ferfeited dis@auiito 
less: Misceitaneous 
Less: !ncefesf inccme 

24 
25 !ncrease Required - $ $ 212,997 
26 
27 Increase Required - % 17 7% - 
2 8 
29 
30 1 Monthly Water Bill - based on 4,080 gallons ] 
3 i 
32 Current rnonth!~ water charge 
33 Proposed monthly increase 
34 
35 Proposed msnthly wakr  charge 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

i ~ n e  
No. - 

0- 
Water sales - Normallratton 
- Test year growlh - Current growth - Revsnua rec!as!ficz:gn 
Fotiaifad dicmtmts . - . . - . . - . -- - . , .- 
Tap iees 
Miscellana~us 

Pro-Famr Statement of Net O ~ e r e m  
(Unaudited) 

Year 
Ended 

12131107 Adjustmsnt 
Col. A Cot. B 

Pro-Forme Pro-Forma 
Present Proposed 
Rates Aajustrnsnt Rates 
Col C Col. D Col. E 

OPERATINQ EXPENSES 
03- - $fi & &:.a!nl+?ti.afi~ fQy,,ii ~ f s ~ , ! h ~ ~ s n i s  =r.L - Purchssed water - Addiiional purchased v:=ter P. poxe: - Payroli ex,Xpana@ 
- Employas re:iremafi: benaRk - Efiplayse irisurfince b6ne:lts 
- Rec!assifiiz:ion of Egg 
- Fuel charges 
- E~ostsr s$l!en 8 pump ma!nta*lenril 
* - ! snk meinianance & painiinp 

- Rate case expense 
= !?IRC fee 

See Aowuntant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adlustrnent 

To adjust operating revenues to reflect the 
normalization of billings for 2007. 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Pro-forma billings 
Less: Test year 

Adjustment - (Decrease) 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adjustment: 

To adjust operating revenues to reflect the 
growth of Residential customers during the test year. 

Number Bills Additional 
Billing Date of Cus tomer s  Growth Remaining Annual Bills 

January 
February 
March 
April 
May 
dune 
Ju!y 
August 
September 
October 
I?oszember 
December 

.k!diti~nal arrnua! rmidentia! billings 
i:---. A .  .---..- ---LLI.. L~I:  I A afin -- .--- -,,i~! :::lea: fir.ei8y~ !I!u:!;I:I~ V~I I  \ * ; ~ Y v  Yg!;~::~/:!:~lI:lI: 

Adjustment - Increase $ 4,112 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

To adjust operating revenues to reflect an increase 
in Residential customers since end of test year. 

Residential customers as of 7/31/08 
Less: Residential customers at 12131107 

Increasel(Decrease) in Residential customers 2 
T i ~ s a :  ??lonthly billing {.?,BOO ~,at ' ,~ns) % 27.23 

Pro-forma billing 
Times: 12 to annualize 

Adjustment - Increase 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adjustment 

To adjust operating revenues to reflect the 
reclassification of forfeited discounts. 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
Decorn ber 

Forfeited Discounts - Increase 

Sale of water - (Decrease) 

See Accountant's Report 



Page 10 

PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adiustment 

To adjust operating receipts to reflect a decrease 
due to the reclassification of receipts as non- 
operating or non-recurring. 

Tap fees 

Adjustment - (Decrease) 

Replace hydrant 
Line extension 
Connection 
Memberships 

Adjustment - (Decrease) 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adiustment 

To adjust operzting expenses to reflect an increase 
due to Patoka Lake Regional W&S District rate increase. 

Patoka Lake Reaionai Water 

Volume of water purchased (000) gallons 80,292.0 
Times: Increase per 1000 from Patoka Lake $ 0.10 

Adjustment - Increase 

See Accountant's Report 
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PIKE-GIBSON WATER, IINC. 
Oakland City, Indiana 

Detail of Adiustment 

To adjust operating disbursements to reflect 
an increase in purchased water & power due 
to customer growth. 

Average consumption per customer (000) per month 
Times: Number of bills 

Pro-forma increase in purchased water (000) gallons 
Divide: Water loss factor 

Pro-fwml additional gallons purchased 
Divide: Test year purchases (QOO) gaiisns 

Percentage increase 

Purchased water 

Purchased power 

Adjustment - Increase 

Pro-Forma 
Expense 

See Accountant's Report 
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PIKE-GIBSON WATER, 1NC. 
Oakland City, Indiana 

Detail of Adiustment 

To adjust operating disbursements to reflect 
an increase in payroll expense. 

Pro-forma pavrall expense 
Office Manager 
Office Clerk 
Superintendent 
Field employees 

Pro-forma payroll expense 
Less: Test year 

Adjustment - Increase 

See Accountant's Report 



PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adlustmerot 

To adjust operating disbursements .to reflect 
an increase for retirement benefits. 

Office Manager 
Office Clerk 
Superintendent 
Field employees 

Pro-forma retirement benefits 
Less: Test year 

Adjustment - Increase 

Page 14 

See Accountant's Report 
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PIKE-GIBSON WATER, Iwe. 
Oakland City, Indiana 

Detail of Adiustment 

To adjust operating disbursements ta reflect 
an increase for health & life insurance benefits. 

Pro-formst health insurance premium 
Pro-forma life insurance premium 

Pro-forrna monthly premium 
Times: 12 to annualize 

Pro-forma annual insurance premium 
Add: !-!eaith Szvings Account 

Adjustment - Increase 

See Accountant's Report 
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PIKE-GIBSON WATER, IN@. 
Oakland City, Indiana 

Detail of Adiustment 

To adjust operating disbursements to reflect a decrease 
due to capitalizing expenditures or reclassifying 
disbursements as extentions and replacements. 

Vendor 

Utility Supply 
Directional bores 

Adjustment - (Decrease) 

Amount 

$ (14,058) 

See Accountant's Report 
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PfKE-G1BSQPI WATER, INC. 
Oakland City, tndiana 

To adjust operating expenses to reflect an increase 
due to increase fuel charges. 

Test year gallons consumed 7,072.4 
Times: Rate per gallon $ 3.80 

Pro-fotrna fuel charges 
Less: Test year 

Adjustment - Increase $ 8,225 

See Accountant's Report 
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PIKE-GIBSON WATER, lN6. 
Oakland City, Indiana 

Detail sf Adlustment 

To adjust operating disbursements to reflect an increase 
in repairs and maintenance for pumps & wells. 

Maintenance - Booster stations 
Times: Number of booster stations 

Sub-total 

Maintenance - Booster pumps 
Times: Number of booster pumps 

Sub-total 

Pro-form8 maintenance costs 
Divide: Amortization period 

Pm-f~rma repairs 8; maintenance 
Less: Test year 

Adjustment - Increase 

See Accountant's Report 
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PIKE-GLBSON WATER, BNC. 
Oakland City, Indiana 

Detail 0% Adjustment 

To adjust operating disbursements to reflect an increase 
to make allowance for tank painting and maintenance. 

Estimated 
Capacity Maintenance 

Type (Gallons) Cost 
Col. A Col. B Col. C 

Storage Facilities 
Fik- m- 
. .. .E ~ ~ n t i e l  Elevated 100,000 $ 100.000 

Pro-forma tank painting expense 
Less: Test year 

Adjustment: - Increase 

Life 
(Years) 
Col. D 

Annual 
Costs 
Col. E 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adiustment 

To adjust operating disbursements to reflect an increase 
due to the amortization of the rate case fee over five years. 

Pro-forma rate case fee 
Divide: Amortization period (years) 

Adjustment - Increase 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adiustment 

To adjust operating expense to reflect the 
normalization of the IURC fee. 

Pro-forrna operating revenues 
Times: iURC fee 

Pro-forma tURC fee 
Less: Test year 

Adjustment - (Decrease) 

See Accountant's Report 
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PIKE-GIBSON WATER, tNC. 
Oakland City, Indiana 

Detail of Adjustment 

To adjust depreciation expense to reflect a decrease 
due to applying IURC's composite depreciation rate. 

Utility plant in service 
Add: Capitalized expenditures 
L o r e :  Lnnd 

Depreciable plant 
Times: Composite depreciation rate 

Pro-forma depreciation expense 
Less: Test year 

Adj~strnenf - (Decrease) 

See Accountant's Report 



Page 23 

PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

To adjust operating disbursements to reflect an 
increase in FICNMedicare tax expense. 

Pro-forma payroll expense 
Times: FlCNMedicare tax rate 

Pro-forma payroll taxes 
Less: Test year 

Adjustment - Increase 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adjustment 

To adjust operating receipts to reflect an "across-the-board 
increase of 17.7% in present rates. 

Pro-forma present rate receipts 
Times: Proposed increase 

Adjustment - Increase 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Detail of Adiustmont 

To adjust operating expense to reflect the 
increase in IURC fee due to proposed increase. 

Pro-forma operating revenues 
Times: IURC fee 

Adjustment - Increase 

See Accountant's Report 
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PIKE-GIBSON WATER, ING. 
Oakland City, Indiana 

De~reclatlan Expense 
and 

Historlcal Extensions & Re~lacements 

Line 
No. - 

Depreciation Exeense 

Utility plant in service (1 2131 107) 
Add: capitalized expenditures 

Adjusted Utility Plant in Service 
Less: Land 

Depreciable Utility Plant in Service 
Times: Depreciation rate 

Pro-Forma Depreciation Expense 

17 Historlcal Plant Extensions and Re~lacements (E&Rt 

Additions: 2005 per Auditor 
2006 per Auditor 
2007 per Auditor 
Ad.lrlit.i~na! E&f! per afia!yais . ,--... 

Less: f anlc painting included in 2005 
SCAEA i n ~ ! ~ d s r i  ifi 2005 
$$",~gg !Jng Leo2 ingigdc.rf in 2005 
Vshic!~ -,u:chased in 2007 
Pikevilie Pit 8CP.9A pane! 
!?elmburst?msnts 
re. vvnnezti~ii charge 
Tap fees 

Net Additions 
Divide: Nlrrriher of years 

Historica! Averqe E&R 

See Accountant's Report 
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PIKE-GIBSON WATER, IMC. 
Oakland City, Indiana 

Line 
No. - 

Louplng 

McDonald Loop Old State Road 

Anderson Loop CR 150 S 

Sheffler Loop CR 675 S 

Pleasure Acres Loop CR 025 W 

Dassel Loop SR 57 

Zillback Loop Noblesdappel Rcd 

Ellis Loop CR 250 S 

Vehicles 
Siiverado C kevrolet - 2008 

Colorado Chevroiet - 2008 

Total Capital Improvements 
Divide: Amortization period (years) 

Capital Improvement - Annually 

See Accountant's Report 
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PIKE-GIBSON WATER, 1NC. 
Oakland City, Indiana 

Line 

Note Amortization Schedule 
(Rural Development Administration) 

Annual 
Principal Principal Interest Debt 

No. - Date ~utstanding ~et i red Expense Service 
Col. ,A, Col. B Col. C Col. 0 Col. E 

2008 
2009 
2020 
201 1 
2g12 
2019 
2034 
;gj 5 - 
2Gl6 
20? 7 
201 8 
20? 8 
L. VL. 

202 1 
nnnn 
LULL 

2323 
2924 
2025 
i ?c LOLU 
2027 

rcfa_l t)gbt_ Sgy.,.jgg (29$P.-2042) 
Divide: fburi;bar of years 

See Accountant's Report 
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Line 
No. - 

PIKE-GIBSON WATER, INC, 
Oakland City, Indiana 

Note Amortization Schedule 
(Fifth Third Bank) 

Principal Principal Interest 
Date Outstanding ~etired Expense 

Col. A Col. I3 Col. C Col. D 

Total 

Teta! Debt .Sen~ic,$ (2008-202 1 ) $ 472,521 $ 85,823 
Divide: Ftltlmber of years 

w. 
3 3 

See Accountant's Report 

Annual 
Debt 

Service 
Col. E 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Note Amortization Schedule 
(Fifth Third Bank) 

Annual 
Line Principal Principal Interest Debt 
No. - Date Outstanding Retired Expense Service 

Col. A Col. B Col. C Col. D Col. E 

Total 

Total Debt Service (2008-2012) 
Elvide: hlz I-L-+ 

I Y U I I I W S ~ ~  of yeais 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Worklnn Ca~ital  Calculation 

Line 
No. - 

Pro-forma operation and maintenance (O&M) expenses 
Less: Purchased water 
Less: Purchased power 

Adjusted O&M expenses 
Divide: FERC 45-day factor 

Sub-total 
Less: Available cash 

Working Capital Requirement {if $9 or less, no working capita! neodedj 

Working gapits1 R e q u l r e ~ ~ n i  incii?bed ir ;  Revenue Requirensiiis 

See Accountant's Report 
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PIKE-GfBSON WATER, INC. 
Oakland City, Indiana 

Schedute of Present end Propasod Rates 

Base Roll-In Adjusted Proposed 
Water of Present Rates increase 
Rates 2003 & 2005 Rates 17.7% Amount Percent 
Col. A Col. B Gal. C Col. D Col. E Cot. F 

- ( a  ) Metered Rates per Month 
Per 4 000 Gallons 

First 2.000 gallons 
her?, 8.0!?C ~gal!ons 
Xexi iS:ODD gelions 
Next 26,00F garions 
over 5C!,hG0 g2!!3ns 

( b )  
I Meisr Size Gallons 

Allowed 
5/8 inch me!er 2,000 t!.5t! $ 0.2:: $ 12.66 S 13.36 $ 2.50 if.?% 
3!4 inch meter 5.000 27.63 0.40 28.33 33.36 5.02 17.7% 

? irich mg:s; 19.000 54.33 i .40 55.78 85.66 9.88 57.7% 
i i R  inci~ mete: 25,QOG 1 i 6.78 3.50 120.28 141.59 21.31 57.7% 

2 inch meter 40,333 jes.$js 5.60 575.38 207 -96 30.40 17.7% 
3 inch meter tQB,Q86 800.28 i 4 ,go 354.28 3ES.f: 85.69 '17.7% 

See Accountant's Report 
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PIKE-GIBSON WATER, INC. 
Oakland City, Indiana 

Tv~ical Monthlv Billinq 

Present I Proposed 

Increase 
Over 

Present 

See Accountant's Report 



STATE OF INDIANA 

INDIANA UTILITY REGULATORY COMMISSION 

IN THE MATTER OF THE PETITION 
OF THE PIKE-GIBSON WATER, INC., 
OF GIBSON, PIKE AND WARRICK 
COUNTIES, INDIANA, FOR APPROVAL 
OF A NEW SCHEDULE OF WATER RATE 
AND CHARGES 

! 
Cause No. 43528 

TESTIMONY OF JIM SHOULTZ 

On Behalf of Petitioner 
PIKE-GIBSON WATER CORPORATION 
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STATE OF INDIANA 

INDIANA UTILITY REGULATORY COMMISSION 

IURC CAUSE NO. 43528 

PREFILED DIRECT TESTIMONY OF 
JIM SHOULTZ 

ON BEHALF OF AND AS 
PRESIDENT OF THE PETITIONER, 

PIKE-GIBSON WATER, INC. 

Q-1: Please state your name, business address and affiliation with 
Pike Gibson Water, Inc. for the court and honor? 

A-1: Jim Shoultz 
Pike-Gibson Water, Inc. 
300 N. Jackson Street 
Oakland City, Indiana 47660 
President 

Q-2: How long have you been a member and/or officer of Pike-Gibson 
Water, Inc.? 

A-2: I have been on the Board of Directors since 1973-1988 and 1993 
until present. I have been president of the board for 25 
years and member of Pike-Gibson 34 years. 

Q-3: Have you previously testified before the commission? 

A-3: Yes. 

Q-4 : When? 

A-4: I do not remember. 

Q-5: Please describe the business of Pike-Gibson Water, Inc. 

A-5: Sewing rural community of Pike, Gibson and Warrick Counties 
with good potable drinking water. 

Q-6: How is your water obtained and distributed? 

A-6: We have two (2) sources. We purchase water from Petersburg 
from three connections. Second, we purchase water from Patoka 
Lake from three (3) connections. All sources of water 
distributed into our system to three (3) counties, Pike, 
Gibson and Warrick. 



4-7: What is the purpose of your testimony that you have prefiled 
in this proceeding? 

A-7: The purpose of my testimony is to provide background 
information on the water corporation and to establish the 
need that we have for a rate increase. 

All of our supplies and expenses have increased drastically. 
We need to have the financial ability to pay for all of our 
maintenance on our water lines, meters, water towers and 
pipes. 

Q-8: Does this conclude your prefiled testimony? 

A.8: Yes. 

AFFIRMATION 

I affirm under the penalties of perjury that the foregoing 
testimony is true to the best of my knowledge, information and 
belief. 



RESPECTFULLY SUBMITTED: 

CERTIFICATE OF SERVICE 

I hereby certify that a full, true and correct copy of the 
above and foregoing Prefiled Direct Testimony has been served upon 
the following, by first class United States Mail, postage prepaid, 
this 6 6  day of August, 2008.  

Dan LeVay 
Office of Utility Consumer Counselor 
National City Center 
115 West Washington Street 
Suite 1 5 0 0  South 
Indianapolis, IN 46204 


